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PRESS RELEASE

ALPHA BANK GROUP RESULTS UP 63% IN 2003

Profits Euro 284.2 million - Dividend Euro 0.60 per share

Strong rebound in earnings and increase in shareholder equity
“Alpha Bank’s longstanding commitment to creating value for customers and shareholders underpins our impressive performance and strengthened market position in 2003. We have mobilised existing and new revenue streams in all business areas while building our brand further and enhancing customer loyalty. Substantial cost savings have resulted from group-wide restructuring. With the consolidation of back-office operations and the redeployment of our Branch network, we have optimised the use of systems and allowed for better staff development opportunities, generating significant productivity gains. Furthermore, specific initiatives were implemented more than doubling our capital base. As a result, Alpha Bank is ready to take on the challenges of the future. A future that promises to be rewarding. Our business expands steadily in Greece, one of the fastest growing economies in the Eurozone, and in Southeastearn Europe, an area in which Greek businesses play a key role. Moreover, we at Alpha Bank are extremely proud to be associated as the Official Bank with one of the largest national endeavours, the 2004 Athens Olympic Games. We are already sharing in the success of the Games whose longer-term benefits will continue to impact positively on our profitability in the future. ”
Yannis S. Costopoulos, Chairman and Managing Director
FINANCIAL SUMMARY

· Net profit after tax and minorities up 63% to Euro 284.2 million (Euro 174.4 million in 2002)

· Shareholder equity up 116.3%  to Euro 2,141 million (Euro 990 million in 2002)

· Net Interest Income increased by 16.6% to Euro 892.4 million. (Euro 765.5 million in 2002)
· Cost to income ratio further improved to 54.2% (60.8% in 2002)

· Return on equity increased to 18.2% (17.9% in 2002)

· KEY HIGHLIGHTS

· Organic growth fuelled by sound retail lending expansion 

Retail and SME lending grew by 29.2% and 13.2% respectively compared to 2002, with earnings before taxes in Retail and Commercial Banking Business Unit rising by 34% to Euro 251,2 million, as a result of an enhanced product range and better spreads. 

· Tangible results from cost containment 

Network redeployment progressed smoothly during the course of the year. Mergers of Branches with overlapping activity took place in 49 locations while 14 new Branches opened up in Greece and abroad, improving the geographical presence of the Group. In parallel, personnel numbers were reduced by 4.7% as the application of new technologies and organisational changes continue to improve our productivity.    

· Targeted financial initiatives leverage capital position 
In 2003, our capital base was significantly strengthened, beyond retained earnings, due to Treasury shares sales to institutional investors and the revaluation of our real estate at the end of the year, as provided for by a recent law in preparation for the introduction of International Financial Reporting Standards (IFRS). As a consequence, capital adequacy ratios rose from 9.8% (total capital) and 6.9% (Tier I) in 2002 to 14.6% and 10.4% respectively in 2003.

TABLE 1

	ALPHA BANK : RESULTS 2003

	
	
	
	
	
	
	
	

	In Euro million
	On a consolidated basis

	 
	2003
	2002
	Δ%
	Q4
	Q3
	Q2
	Q1

	Net interest Income
	  892.4
	  765.5
	 16.6%
	237.5
	229.9
	214.9
	210.1

	Non-interest income
	  426.4
	  388.6
	  9.7%
	105.3
	116.8
	103.9
	100.5

	Operating Expenses
	  714.9
	  701.6
	 1.9%
	188.2
	177.4
	177.3
	172.0

	Provisions 
	  212.3
	  175.7
	 20.9%
	68.3
	49.1
	47.1
	47.8

	Net profit after tax and minorities
	  284.2
	  174.4
	 63.0%
	96.3
	70.2
	58.0
	59.8


· PROFITABILITY

Net profit after tax and minorities on a consolidated basis posted an increase of 63% to Euro 284.2 million as compared with Euro 174.4 million in 2002, resulting mainly from inroads into the higher margin retail lending business and the strict cost containment programme implemented consistently. Core operating income increased by 12.8% driven by a 16.6% increase in net interest income and a 3% increase in adjusted fee and commission income.  

Net interest margin posted an impressive increase year on year, reaching 3.0% from 2.68% in 2002 mainly due to volume increase of higher spread consumer loans, gradual maturity (to higher spreads) of low introduction rate mortgage loans and improvement of SME loan spreads. The net interest margin in Q4 reached 3.17%. 

With respect to fee and commission revenue, there has been an acceleration in Q4 coming from bank charges and loan application fees (mainly mortgages and consumer loans), as well as from mutual funds, brokerage fees and investment banking services, in line with the improvement in market conditions. Fee and commission revenue is expected to be strengthened even further this year following the recently adopted pricing policy affecting traditional banking services as well as because of higher volume growth in overall commission-generating services in 2004. 

Income from financial operations added substantially to profitability rising to Euro 111.8 million, on the back of modest position taking in government and corporate bond markets and the liquidation of Alpha Investments’ equity portfolio. 

Overall profitability was further enhanced by the reduction of the nominal tax rate by 5 percentage points as applicable in the case of Alpha Investments absorption. The merger with the Group’s closed-end fund, announced in June 2003, was finally concluded at the end of November 2003. The same tax benefit will also apply in the 2004 results. Finally, profitability was supported by the realisation of extraordinary profits from the sale of Group real estate assets especially during the last quarter of the year. 
· CUSTOMER FINANCING

Overall lending grew by 13.2% year-on-year, on account of a 29.2% increase in retail lending (including mortgages and consumer credit) which now represent 28% of our total loan portfolio against 25% in 2002. The shift towards retail lending has been supported since July 2003 by the full liberalisation of consumer credit and the launching of operations of the Credit Bureau of Teiresias, the credit databank company in Greece, which began collecting credit histories of individual consumer loan and mortgage borrowers for the first time. As a result, consumer credit was boosted to Euro 1,267 million rising by 29.7% while mortgages grew by 29% reaching Euro 3,848 million. Market share in retail lending has increased from 9.5% in 2001 to 13% in 2003, following our successful drive to expand our retail business since 2001.

Loans to small and medium size enterprises (SMEs), which constitute the backbone of our client base grew by 13.2%. Large corporate lending expanded by a 3.5%, despite a 20% US dollar fall during 2003 which affected primarily the shipping loan portfolio (entirely denominated in US dollars) as well as a significant portion of the corporate banking portfolio (syndicated loans primarily). In addition, the shipping portfolio was affected by prepayments as a result of vessel sales following the recent shipping industry rebound.

· CREDIT QUALITY

During 2003, the Bank continued to strengthen its internal credit risk management models both for commercial enterprises and retail customers. Moreover, in view of the introduction of IFRS when only specific provisions will be allowed, we have modified our writing-off policy in line with the regulatory authorities framework.  Accordingly, given lower write-offs, we now fully provide for the additional bad debts through a specific reserve, while for the remaining non-performing loans (NPLs defined as loans in arrears for more than 90 days) we provide through a general reserve according to expected default and estimated recovery given default. Provisioning continued in 2003 at the tax efficient rate of 1% of average loans, bringing total reserves to Euro 508.2 million, or 2.5% of total loans of which 0.6 percentage points represent specific reserves and 1.9 percentage points general reserves. The NPL ratio stood at 3% at end 2003 having risen slightly from 2.9% in 2002, being the lowest in the market. General reserves coverage of NPLs amounted to 63% being on a rising trend. The Bank monitors actively the adequacy of NPL coverage on a sectoral basis, which currently stands at more than satisfactory levels.
· CUSTOMER FUNDS
Customer funds which include deposits, repos, bonds, mutual funds, private banking etc. increased by 6.7% to Euro 32.1 billion in 2003. Τraditional sight and saving deposits rose by 6.1%, a result which is satisfactory given low returns. During 2003, the shift from money-market deposits towards longer-term investment products, such as Alpha Bank bonds for retail customers and capital guarantee products was intensified. Alpha Bank bond sales to customers reached Euro 1 billion since May 2003 when first launched. In the context of broadening client alternatives, new investment products, namely Alpha Plus, have been launched since November 2003 combining repos with higher yielding investments in mutual funds. 

Portfolio management customer assets (private banking and prime brokerage), money market mutual funds and other mutual funds posted impressive growth of 73.7%, 54.2% and 33.1% respectively, more than offsetting the shift of funds out of repos (-41%). Our mutual funds’ remarkable performance during 2003 was driven by effective fund management and new product development coupled with improving stock market conditions. Funds under management reached Euro 4.6 billion raising Alpha Bank’s market share to 15%. Equity mutual funds were the unquestionable leaders with a market share of 22.1%, including two of the largest Greek funds, which achieved returns of over 33% and 29% year on year. Additionally, both balanced and bond mutual funds continued to rank among the top funds in the market in terms of returns. 
· CAPITAL BASE

 In 2003, a series of events led to a substantial increase of our capital base over and above what was needed to fund business growth and pay dividends. The sale of Treasury shares raised shareholders’ equity by Euro 383 million while the revaluation of the Group’s real estate holdings (as provided for by a recently adopted law in preparation for IFRS introduction from 2005) added another Euro 464 million. These capital injections, together with retained earnings, led to an increase of shareholders’ equity to Euro 2,141 million at end-2003 (+116.3%). As a result, the overall capital adequacy ratio reached at end-2003 14.6% for total capital and 10.4% for Tier I.
· COST CONTROL

 In 2003, operating expenses including depreciation and amortisation increased modestly by 1.9% to Euro 714.9 million. Staff costs decreased marginally by 0.5% to Euro 327.6 million whereas payments to the employee pension fund increased by 22.6% following additional payments mandated by the annual actuarial study completed in September 2003. General expenses recorded an increase of 4% rising to Euro 244.2 million, attributable mainly to higher advertising costs covering the promotional effort of newly introduced products while IT processing and maintenance expenses fell by 0.9% during the period. Cost control proved largely effective in Group subsidiaries as their expenses also dropped by 10%. As a consequence, the cost-to-income ratio improved substantially posting an all-time low of 54.2% from 60.8% in 2002.  

More specifically:

· Branch network redeployment was completed, with the merger of 49 Branches and the opening of 14 new Branches in Greece and abroad, aiming to eliminate duplication without customer service disruptions. Additionally, staff numbers have been significantly reduced in 2003, by 4.7% at Group level on a net basis. Staff departures reached 681 individuals in total, a big part of which was due to the implementation of the early retirement programme whose success exceeded our expectations.

· Our focus on re-engineering and process automation combined with the creation of specialised by product nation-wide operational centers of excellence is expected to yield additional benefits in the years to come. Some of these projects have been already completed having immediate effect on reduction of costs and headcount, such as outsourcing (centralisation) of chequebook issuing, consolidation of homogenous activities throughout the Bank, centralisation of SWIFT capabilities of the international subsidiaries etc. Other projects are in advanced implementation stage such as development of payments and cash management systems, accounting processes re-engineering, consolidation of cheque processing imaging-based, International Trade operations processing Centre, Letters of Guarantee processing Centre, e-procurement and so on.

· CONTINUING MARKETING INITIATIVES IN RETAIL AND SME BANKING
During 2003, the Bank intensified its marketing efforts to gain market share and improve customer satisfaction. 
These included:
· Alpha 1|2|3 Youth Line, a banking relationship offering complemented with customer loyalty rewards – more than 26,000 accounts, 67% of which refer to the younger segment of the target group (under the age of 14).

· Pentathlon, a loyalty reward scheme aimed at small businesses and professionals to boost cross selling - approximately 4,000 relationships (6% of which relate to new customers). Products included in the programme refer to loans (43%) and deposits (32%), with the remainder being cards and other Group products. 

· Epathlon, a multi-retailer customer loyalty scheme for individuals, co-managed with Grand Olympic Sponsors OTE and Cosmote – nearly 113,000 VISA cards.

· American Express products ranging from credit cards for the wider public (Blue card) to charge cards for the affluent market segment (Platinum and Centurion) and corporate cards in an international edition, which will be launched in 2004.      

As a result of our Bank’s ongoing promotional activity, a total of 330,000 new credit and debit cards came in force during 2003, representing a considerable increase of 20.5%. Total cards in force stood at 1.94 million at end-2003.  

Moreover, Alpha Bank directs its efforts towards broadening its alternative distribution channels. The utilisation of electronic card systems is expected to improve significantly through the development, in co-operation with EFG Eurobank, of an integrated, technologically advanced POS-terminals’ platform. In parallel, emphasis is given on the conclusion of agreements with retailers for extending consumer loans to their customers and on attracting new retail customers from the staff of corporate clients for which we provide payroll services.

· DIVIDEND POLICY – ISSUANCE OF BONUS SHARES – SHARE BUYBACK PROGRAMME

The Board of Directors, taking into account the significant improvement of the profitability and the impressive strengthening of the capital base and having full confidence on the ability of the Bank to sustain growth in the future according to its strategic objectives, decided to propose to the General Meeting for approval the following:

· Euro 0.60 dividend per share compared to Euro 0.40 in 2002, representing an increase of 50%.

· Two (2) bonus for every ten (10) shares held owing to the capitalisation of the revaluation of real estate assets.

· Establishment of a share buyback programme for share price stabilisation purposes
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